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Introduction

Emergency medicine plays a crucial role in our theedre system. Hospital emergency
departments (EDs) not only provide emergency caceiiical situations, but, in practice, EDs
often function as a health care safety net for natients who cannot access timely health care
in other settings. Nationally, one of the key tdrajes facing the health care system, and
existing EDs, is a marked increase in ED usage ieelast several yeatsin California, while

the demands on emergency care continue to gromuimder of hospital EDs has declined.

Substantial research has been conducted regardiogiges the ED and for what services.
Studies indicate when Californians confront limitextess to primary care, many turn to EDs for
treatment. And, because patients who visit EDs haaye delayed seeking treatment, they are
often sicker than they would have been had thesived timely primary caré. Utilization of
hospital EDs is a critical issue for the healtreadelivery system because getting medical care in
an ED can be one of the most expensive settingacfgssing health care services.

. Emergency Department Challenges

ED visits increased nationally by 20% over the testade, and by 10% in Califorriian 2007,
335 or 78%, of the state’s 428 general acute oaspitals had ED&Since 2000, California has
experienced a drop in the number of hospitals ®Hs, while the number of ED statiGnzer
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hospital ED have increased. In 2007, there wefeEBs (down from 376 in 2000) with 6,204
ED stations, (up from 5,091 stations in 2000). \E$its in California increased from 9.6 million
in 2000 to 10.4 million in 2007. Most visits tcetED do not result in an admission to the
hospital. In 2007, only 16% of the 10.4 million Ef3its resulted in admission to the hospital.
Hospitals reported in 2007 that approximately 3%atfents left the ED before being séen.

Recent studies indicate that an increasing numibEDovisits are for non-urgent conditions. A
Public Policy Institute of California (PPIC) rep@stamined overcrowding and the use of EDs
for non-urgent conditions. The PPIC study fourat #Medi-Cal and Medicare patients have the
highest visit rates in the state and that the kigjbhme of ED visits is not driven by uninsured
Californians. The study found that Medi-Cal patseawre more likely than the uninsured or
privately insured to use an ED for non-urgent asidable condition§. Research also indicates
that patients who don't receive preventive, primaryongoing care for chronic conditions
instead receive episodic care, often deliverethénED, at roughly three times the cost. When
patients get care for chronic conditions in the E@re is an impact on continuity of care.
Patients end up being treated by multiple doctuesetoy increasing the potential for duplicative
lab work, X-rays, and other tests and adding unssang costs to the health care system.

Factors Contributing to Rising ED Use and Overcrowihg

There are numerous potential reasons for the rissegof ED services. Research has identified
the impact of the rising number of uninsured andemimsured persons who do not have access
to a regular source of medical care. At the same,tstudies also reveal that the ED has become
a health care safety net for individuals who hanregpe insurance, but who are unable to obtain
appointments with primary care or specialty physisiin a timely manner. Individuals who are
covered by public programs such as Medicare andddet(Medi-Cal in California), may have
trouble finding primary and specialty care provaleilling to accept their coverage, possibly
because of low reimbursement rates or other fathatsnake providers less likely to participate.

Physician groups, hospitals, health care advocatsearchers, and other stakeholders offer a
diverse array of contributing factors highlightezldw:

» Lack of Accessto Primary and Preventive Care. According to a study conducted by the
California HealthCare Foundation (CHCF), CalifotsigDs are increasingly used by
individuals whose health conditions are not tru@egancies. CHCF concluded that patients
often believe that they have no alternatives feattment and diagnosis when faced with a
sudden illness or accident. The CHCF study furtbend that key drivers to ED use
include: lack of access to preventive and immediatdthcare; lack of advice or information
about managing immediate health care needs; laakerhatives to the ED for immediate
medical needs that occur both during and aftemagsi hours; and, to a lesser extent,
prevalence of attitudes that foster the use ofdor non-urgent care.
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Reports estimate that there are too few primarg paysicians to care for the current
population, much less to cover the projected deni@nslervices in the next few decades.
Many new physicians and medical students choosgadpyecare over primary care, in part
because primary care physicians are at the lowoétite pay scale for physicians.
California has only 46 part-time primary care dostior every 100,000 existing Medi-Cal
beneficiaries, even though federal Medicaid guredirecommend 60 to 80 primary care
doctors per 100,000 patierfs.In addition, a 2003 report indicates that onl¢%6f primary
care physicians who were accepting new patientsteay were also open to new Medi-Cal
patients. The California Academy of Family Phyaind, which represents the state's family
physicians, reports similar findings.

» Reduced | npatient Capacity. A shrinking supply of inpatient beds and, in goimstances,
the lack of staff available to support those beasy be affecting patients' ability to access
timely emergency care. In many hospital EDs, pésigvho have been admitted to the
hospital end up being "boarded" in the ED, wheeg tspend hours or even days waiting for
an available hospital bed. Patients who are bakade often forced to wait in ED hallways,
waiting rooms or other available spaces which mtevor limited privacy and decreased
access to timely services, appropriate expertidesgnipment specific to a patient's
condition’? Boarded patients tie up emergency staff timerasdurces, ultimately limiting
the ED's capacity for treating other patients. Higimbers of boarded patients waiting for
beds can lead to increased waiting times for neiwads and raise the risk that the hospital
will have to divert incoming ambulances to othéesi Half a million times each year — an
average of once every minute — an ambulance carayiremergency patient is diverted from
an ED that is full and sent to one that is fargagay™ Ambulance diversion adds transport
time and delays in care which in some cases cdhebeifference between life and death and
prevents the ambulance from responding to otherganeies.

» Workforce Shortages. Shortages of qualified hospital staff pose aificant challenge to
EDs. California is currently facing a nursing shge. Ranking 49in the nation in terms of
the number of registered nurses (RNs) per capahfothia has 585 RNs per 100,000
population — compared to the national average 8fRNIs per 100,000 population.
According to the California Economic DevelopmenipBament (EDD), California faces an
additional shortfall of more than 109,600 RNs by @0 An additional 25,400 licensed
vocational nurses will also be needed by 281The nursing shortage is compounded by an
aging nllérse workforce, a lack of educational prograand a lack of qualified nursing
faculty.

In addition to shortages of nurses and primary paseicians, California is experiencing
shortages of on-call physician specialists, whizh lead to further emergency room delays.
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California’s EDs are required, both by federal kawd state regulation, to maintain a roster of
specialty physicians available for consultation aack during, and immediately following,
emergency care. By law, a hospital must have eial available for emergency calls,
within a reasonable amount of time, for every sgléciservice it provides. Yet, in many
cases, staff and patients are waiting for hours fepecialist to respond.

Hospital Closures. Hospital closures have been cited as contrigubrincreased demand
and ED crowding at the remaining facilitis A significant number of hospitals have closed
in California in the last decade, but researchametdotal reporting reveal a complex mix of
potential reasons for the growing number of closur&ccording to the California Hospital
Association from 1996 to 2006, almost 80 hospitidsed in California, including 39
emergency departments. Nearly 70% of the closuess located in Southern California.
Approximately 20% were located in Central and NemthCalifornia and the remaining
hospital closures were located in the San Frand@sgoArea. Of the Southern California
closures, 32% (25 hospitals) were closed in LosetagyCounty alone.

A study of hospital closures between 1995 and 2@0@lucted for then-Attorney General
Bill Lockyer identified financial hardship preseatteach hospital's closute.As a group, the
closed hospitals reported some of the worst firnedicators, such as very low operating
margins and high accumulation of debt. Accordmthe hospitals, there were three main
issues associated with the closures, that the tadsfdi) was losing money, 2) had declining
reimbursements, and/or 3) low utilization. A 208port prepared for CHCEconfirmed the
financial deterioration of California hospitals fiie period of 1995 through 1999 citing
California’s highly competitive market, patientswiigher severity of iliness, higher wages
for full-time hospital employees, the nursing shgd, and a large uninsured population.

Shifting Demographics. Research also suggests that the use of ED semwiidl continue to
rise due to demographic factors, such as the iszrgage of the population. The U.S.
population is growing and life expectancies aredaasing, leading to more people living
longer with complex and chronic debilitating disessuch as diabetes, cancer, and renal
failure® Research also shows that adults with chronicitiond are disproportionately
represented among recent ED users. While 32%edC#iifornia adult population suffers
from hypertension, heart disease, diabetes, antfonic lung problems, 44% of recent ED
users fit thisdescriptior?® The patterns of ED use among the chronicallaifes concerns
about the quality of care these patients receideusrterscores the need for better ongoing
management of their conditions. For patients witfonic conditions, getting care at the ED
rather than from their regular source of care n@aytribute to problems with continuity of
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care?!

[l. Innovative Projects

Currently there are a number of pilot projects g8e#k to both reduce health care costs and
increase access to disease management and priararyMany of the projects are specifically
intended to reduce or eliminate excess use of e Eollowing are a few examples of such
projects that are currently taking place in Cahiar

Frequent Users of Health Care

A small number of individuals in many communitiepeatedly and excessively utilize EDs and
inpatient services as their primary source of madiare. These individuals usually have
complex and chronic problems stemming from mefitass, alcohol, or substance abuse
disorders, and homelessness, as well as multiptecorring disorders including mental iliness
and substance abuse, and often lack necessary sugjenrts to help navigate the health care
system and maintain continuity of care. While snmhumber, multiple studies reveal that
these "frequent users” generate a disproportionkteje share of medical care costs and use
scarce hospital resources for conditions that cbaige been prevented or treated more
appropriately in other lower cost community andrary care settings. In California, for
example, the PPIC study reported that 5% of Medip@tents utilized 60% of fee-for-service
expenditures in 200%.

In 2003, the Endowment and CHCF launched the Fradugers of Health Services Initiative
(Initiative) to address the issue of avoidable B by frequent user patients. The five-year
Initiative focused on promoting a more responsiystesn of care to address patient needs,
produce better outcomes, and re-direct ED resotoveard acute medical crises. Six urban and
rural sites throughout California, serving a tatill,100 Medi-Cal patients, were funded through
the Initiative to bring together multiple servicepiders and streamline care for this high risk
population. Data from the project revealed thdialty frequent users in the program averaged
8.9 ED visits per person each year, with averagei@rcharges of $13,000 per patient; 1.3
hospital admissions per year; and 5.8 inpatiens ¢eey person each year, with average annual
charges of $45,000 per patient. Findings fronfitied evaluation of the Initiative indicate that,
compared to utilization in the year prior to ermudint, total ED visits decreased 38% during the
first year of program participation and 60% durthg second year. Inpatient admissions
decreased 17% in the first year and were 67% feigisecond year. In total, hospital inpatient
and ED charges were $10.3 million less during yearof participation than they were during
the year prior to enroliment. The data from th&dtive suggests that frequent user programs
demonstrate dramatic cost offsets and can litepalyfor themselves.
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Management of Chronic Disease

Patients with chronic diseases generally have higherall use of ED services. Disease
management (DM) is a set of interventions, sughati€nt education programs, that promote
preventive self-care, that are designed to imptbeéhealth of individuals with chronic
conditions such as diabetes, heart failure or asthbM programs provide an alternative to
traditional patient care, and seek to avoid comapilbmis and disease progression. Patients are
monitored actively, before onset of acute illneg#) early and aggressive clinical intervention
by the appropriate providers. Compared to tradgidnealth care delivery models, DM shifts its
focus from episodic and acute care to ongoing frarehronic illnesses that affect a targeted
population of patients. This delivery model attésp provide as much care as appropriate in
an outpatient or home care setting while reserinpgtient or hospital care for patients who
need acute interventions, advanced technologibstbr

In 2005-06, the Legislative Analyst's Office (LA@)ncluded that that DM programs are an
effective way to improve the health of chronic dise patients. The LAO estimated that, if
utilized within Medi-Cal, these models could resalsignificant cost savings to the state. While
the LAO report noted that "it is not yet clear wigpecific approaches to DM in Medi-Cal
would work best and be most cost-effective," th@rerecommended that the Legislature direct
the Department of Health Services (now the DepartraeEHealth Care Services (DHCS)) to
conduct pilot projects in DM for three years.

Pursuant to AB 1762 (Committee on Budget), Chapsé; Statutes of 2003, DHCS applied for

a federal waiver to develop pilot programs to thstefficacy of providing a DM benefit to aged,
blind, or disabled Medi-Cal fee-for-service benigiies or those beneficiaries over the age of 21
with targeted chronic diseases, including congedtrart failure, diabetes, asthma, and coronary
artery disease. Currently, DHCS has implementedpiot DM programs, in Alameda County
and Los Angeles County, to serve beneficiaries s@bven specified chronic conditions,

including congestive heart failure, diabetes, asthtoronary artery disease, and HIV/AIDS.
DHCS indicates that an evaluation of first yeauhssrelating to financial, patient health,
organizational, and clinical outcomes is expeciteduly 2009.

Primary Care Medical Home Model

Timely access to primary care is critical to lowgrhealth care costs and improving the overall
quality of care. Both insured and uninsured pasieften have difficulty accessing such care
when it is needed, leading to a significant peragatof inappropriate ED visits. The medical
home model is based on the premise that the bastygaf care is provided not in episodic,
illness-oriented, complaint-based care, but thropatient-centered, physician-guided, cost-
efficient, long term care. This model of careasnprised of a team of health care professionals
led by a primary care physician who provides préverand acute care, manages chronic
conditions, and ensures that patients receiveigh¢ care at the right time in the right setting.
An established medical home depends upon the suppathealth care system dedicated to
nurturing its success and providing an adequatplgub primary care physicians. According to
the California Academy of Family Physicians, nunusroecent studies have shown that in
markets where primary care physicians provide thgnty of care, patients are healthier and
costs are lower.



Several states are using the medical home modeldmessfully improve health outcomes and
reduce avoidable ED visits, inpatient hospital stayd medical utilization. In February 2007,
lllinois began mandatory enroliment of targeted Matl beneficiaries into its medical home
program to focus on access and quality while mamtpgosts. The program currently has 1.7
million participating members linked to 5,300 plgyans and clinics that are serving as their
medical homes. Pennsylvania's ACCESS Plus programdes a primary care case
management medical home to 290,000 Medicaid memi&inge its inception the program
reports $823 annual savings per member and a iedwft38 hospital admissions per 1000
members. The disease management component ofdfp@m achieved cost savings of $27
million in year one and $35 million in year two.oith Carolina's medical home initiative,
Community Care of North Carolina, provides carentare than 750,000 Medicaid recipients,
relying heavily on patient-centered medical honpegulation health management, case
management services and community based netwodelit@r care. The program encompasses
15 networks of 3,500 primary care physicians af@@d medical homes and has saved the state
nearly half a billion dollars since it began in 299

[1l. Oversight and Requlation of Emergency Services

Federal Law

The Emergency Medical Treatment and Active Labar (B TALA), often referred to as the
federal “anti-dumping law,” was enacted by Congiask985 to ensure that patients who come
to hospitals for treatment of potential emergenmyditions are not turned away or transferred to
another facility prematurely or refused treatmesttduse of their inability to pay. EMTALA
governs when and how a patient may be 1) refusadinient or 2) transferred from one hospital
to another when he is in an unstable medical cmmditEMTALA applies only to "participating
hospitals" -- i.e., to hospitals which have entergd "provider agreements" under which they
will accept payment from the federal Departmenitiealth and Human Services, Centers for
Medicare and Medicaid Services under the Medicevgram for services provided to
beneficiaries of that program. In practical terthss means that EMTALA applies to virtually
all hospitals in the U.S., with the exception af Bhriners' Hospital for Crippled Children and
many military hospitals. However, the provisioiEEMTALA apply to all patients, and not just
to Medicare patients.

Under EMTALA any patient who "comes to the emergethepartment” requesting

"examination or treatment for a medical conditiomist be provided with "an appropriate
medical screening examination" to determine ifdsuffering from an "emergency medical
condition” prior to any inquiry as to the persansurance status. If an emergency medical
condition exists, then the hospital is obligateeitber provide the patient with treatment until he
is stable or, if the facility is not equipped t@mpide their care, to transfer him to another hadpit
in conformance with the statute's directives. aksfer to another facility before the patient has
become stable can only take place if it is an "appate transfer." A transfer after the patient
has become stable is permitted and is not redrltyeEMTALA in any way. EMTALA's
restrictions apply only to transfers before thegrdthas become stable, either on his own or as a
result of medical treatment. EMTALA also providbat a pre-authorization requirement
imposed by a managed care organization or a hiealtiner may not be allowed to prevent or
delay the performance of a medical screening etialuar prevent the institution from



providing necessary stabilizing treatment once determined that an emergency medical
condition exists. EMTALA violations can subjectdpitals to civil penalties up to $50,000 per
violation?®

California Law

General acute care hospitals are required to badad and inspected by the State Department of
Public Health (DPH}* General acute care hospitals are required tage®4-hour inpatient

care, including the following eight basic servicesedical, nursing, surgical, anesthesia,
laboratory, radiology, pharmacy, and dietary sasfc In 2007, there were 428 licensed general
acute care hospitals. General acute care hosprlsot required to maintain an emergency
department, but they may be approved by DPH ta sffecial servicé§ which is defined to
include an emergency centéfand hospitals electing to offer emergency caret et

standards for special services adopted by DPH.

Under California law, consistent with the requirertseof EMTALA, emergency services and
caré® are required to be provided to any person requgsgrvices or care for any condition in
which the person is in danger of loss of life, @rcus injury or illness. This requirement applies
to a health facility that maintains and operate&Brnwhen the facility has appropriate facilities
and qualified personnel available to provide thwises or care. Emergency services and care
are required to be rendered without first questigrihe patient or any other person as to his or
her ability to pay”’

V. Related Legislation

Emergency Room Overcrowding

AB 2207 (Lieu) of 2008 would have required evergpital to access the condition of its
emergency department every three hours and dewalbpnplement capacity protocols to
address overcrowding. AB 2207 was held in the fdde Appropriations Committee.

Frequent Users

SB 1738 (Steinberg) of 2008, which was vetoed byedwor Schwarzenegger, would have
required DHCS to establish a three-year pilot paogto provide intensive multidisciplinary
services to 2,500 Medi-Cal beneficiaries defineffeguent users of health care. Although the
Governor indicated support for the author's intamto improve the health outcomes of disabled

42 U.S.C. § 1395dd.

%4 Health and Safety Code Section 1254.

% Health and Safety Code Section 1250.

% Health and Safety Code Section 1252.

2" Health and Safety Code Section 1255.

%8 Health and Safety Code Section 1317.1 defines “gemay services and care" as a medical screening,
examination, and evaluation by a physician, oth&extent permitted by applicable law, by othesrapriate
personnel under the supervision of a physiciadetermine if an emergency medical condition orvaciabor
exists and, if it does, the care, treatment, amgesy by a physician necessary to relieve or elatg@rthe emergency
medical condition, within the capability of the fitg.

? Health and Safety Code Section 1317.



Medi-Cal beneficiaries in his veto message, hea#ke author and stakeholders to work with
his Administration to identify a statewide solutittrat focuses on primary care and
comprehensive coordinated care management.

Disease Management

AB 1736 (Levine) of 2005 would have required DH®©@Sdst the efficacy of a specified
treatment model in providing a DM benefit to eligilindividuals with chronic diseases in
community- or public hospital-based primary cargiisgs. This bill was vetoed by Governor
Schwarzenegger because it required a different hfiodehronic disease management that
would have significantly increased costs to DHCS®kyanding the scope of service for
community clinics and health centers. The Goveésn@to message also stated that it would
have been difficult to obtain the data neededHerdfficacy evaluation because the bundled rate
of reimbursement of clinics does not show the iittlial services that are provided.

AB 1762 (Committee on Budget), Chapter 230, Statofe2003, directs DHCS to apply for a
federal waiver to develop pilot programs to test éffficacy of providing a disease management
benefit to aged, blind or disabled Medi-Cal feedervice beneficiaries or those beneficiaries
over the age of 21 with targeted chronic diseasekjding congestive heart failure, diabetes,
asthma and coronary artery disease.

Physician Shortage

AB 2439 (De La Torre), Chapter 640, Statutes of&08quires the Medical Board of California
(MBC) to assess a $25 mandatfeg for the initial license and license renewah @hysician

and surgeon to support the Steven M. Thompson &mgwrhich provides funds for physician
loan repayment to physicians agreeing to practiemedically underserved area. AB 2439
requires the Thompson Program to award up to 158#esfto physicians who agree to provide
care to geriatric or disabled adult populations.

SB 1379 (Ducheny), Chapter 607, Statutes of 2Qti8sghe first $1 million of health plan fines
from the Department of Managed Health Care (DMH@)ual administrative budget to the
Thompson Program, and shifts the remaining funds@®1 million, to the Managed Risk
Medical Insurance Program, for persons who are lertalobtain private health insurance
because of a pre-existing medical condition.

AB 327 (De La Torre), Chapter 293, Statutes of 2@@fhorizes MBC to collect from
physicians a $50 voluntary donation upon initigLisnce or biennial renewal of a physician and
surgeon's license to support the loan repaymemgrano. In 2006-07, $55,190 and in 2007-08
(through March 08) $51,647

AB 982 (Firebaugh), Chapter 1131, Statutes of 20883ted the Physician Corps Loan
Repayment Program within the Medical Board of @alifa (MBC), and the Medically
Underserved Account (Account) within the MBC's Gogént Fund. AB 982 authorized MBC to
transfer $3.45 million over three years from its@agent Fund into the Account to fund the
Physician Corps Loan Repayment Program.



Hospital Closures

AB 2400 (Price), Chapter 459, Statutes of 2008yireg hospitals to notify the public and the
appropriate regulatory entity at least 30 daysrgoalosing a facility, eliminating a
supplemental service, or relocating a supplemeeiadice.

AB 2103 (Gallegos), Chapter 995, Statutes of 188@,ires hospitals to notify DHCS and the
public 90 days in advance of closing or downgradingergency services, and requires a county
or its designated local emergency medical senagescy to complete an impact evaluation of a
proposed emergency services downgrade or clofABe2103 also requires DHCS to receive the
community impact evaluation prior to “approvingetdowngrade or closure of emergency
services.

Primary Care Access

AB 1134 (Dymally) of 2007 would have permitted egiand counties to establish medical
enterprise zones with the goal to promote primarng n poor areas of the state. AB 1134 died
in the Assembly Revenue and Tax Committee.

AB 2179 (Cohn), Chapter 797, Statutes of 2002 ctsr®BMHC to develop and adopt regulations to
ensure that enrollees have timely access to ndestdth care services. DMHC has promulgated
draft regulations to implement AB 2179. The regolss impose detailed and specific requirements
on health plans and their providers, including resuents that health plans ensure that enrollees ar
able to see primary care providers within specifiectlines, depending on the severity of the illnes
or complaints. The regulations are currently i plublic comment phase.
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